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~The American Economy—One 
Billion Dollars a Day 


*k 


Mk. Faucut: You know, in life there are a good many small coinci- 
dences and occasionally some pretty big ones. When the figures were all 
in for last year, for 1953, we have been spending some recent days noting 
a really whopping coincidence, because last year in the United States 
our economy was turning out goods and services at the astounding rate 
of almost exactly one billion dollars a day. And, according to my arith- 
metic, that comes out to something like twelve thousand dollars’ worth 
of output per second. A while ago we were doing some pencil work 
here, and that figures out at the rate of six dollars and twenty-five cents 
per person per day to a total of nine thousand, one hundred and twenty- 
five dollars of goods and services for a family of four for the year 1953; 
except that I have a hunch we are going to end up tearing that one all 
part. 

But, no matter how we slice it up, it is still a mighty big subject; and 
at is one reason why I am so happy to have joining me for this Rounp 
ABLE you two men who are so well experienced and can help talk our 
yay around and maybe back and forth through this big subject. Roy 
lough is a former professor of economics at the University of Chicago; 
ater a member of the Council of Economic Advisers to the President. I 
lieve that you have been on a good many of these Rounp TB LE ses- 
ions before. And now that you are director of the Department of 
conomic Affairs at the United Nations I am sure that you will not be 
verly fazed by a subject even if it gets to be as big as a billion dollars a 
ay. I do not know, but I suspect that Allen Rucker would be in a posi- 
ion to cope with a subject this big too, since, Rucker, you have been an 
mgineer and an economist and have studied this American system a 
ong time, trying to figure out, among other things, the sources of its 
roductivity. I remember your study of progress and productivity in pay 
our economy up through, I think it was, last year, so I imagine that 
ou will be able to tell us where we get some of that billion dollars a 


ay. 
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The first thing which I am a little curious about and want to throw 
out as a question is: Just how much does this tremendous figure really 
tell us? Blough, what is your reaction? Is it another magnificent general 
ization which covers almost nothing? 


Mr. Bioucu: It is a magnificent generalization; there is no doub 
about that, because it does presumably represent, in so far as’ it ha: 
proved to be measurable, all the goods and services produced in the ex 
change economy of the United States in the course of the year. But, oi 
course, that does not necessarily reflect too well the contribution whick 
this may be making to the people of the American economy. That i: 
another matter. 


Mr. Faucut: I wonder what are some of the big things which woulc 
not be covered—things which do not get into the stream of statistics a: 
we accumulate them. Rucker, how about your notions on that? 


Mr. Rucker: Certainly we cannot measure, for example, the value o 
penicillin in some contagious or critical illness. We cannot measure the 
value to the individual. That does not get into the statistics at all. Wi 
know, of course, what the penicillin cost, both to the manufacturers anc 
to all the producers and distributors. 


Mr. Faucut: We do not know how many more man-hours we go 


this year, thanks to folks not being off the job and ill. 
Mr. Rucker: That is exactly right. We cannot tell that. 


Mr. Faucut: How about your notions that we do not really give th 
ladies enough credit here and count all the work which they contribut 
to the economy? 


Mr. Bioucu: That is a fact, because in this measurement of the gros 
national product we do not give recognition to a great many thing 
which are done in the home and by housewives in the home, fo 
example, or by people who do their own painting and paperhanging a 
home, and things of that kind. So that this does not cover all th 
production. 

But, on the other hand, the billion dollars a day covers some parts o 
production which really are not available to us for consumption o 
ordinary use. There is, for example, the fact that the capital supply c 
the country wears out to some extent in the course of the year. Road 
wear out; machines, buildings, and so on have to be replaced; that ha 
to be deducted from this total production figure. There is also the fac 
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that such things as military expenditures, of course, are not available for 
ordinary consumption. Then we are building up our capital equipment 
for the future. 


_ Mk. Faucur: Before we get too far away, your comment got close to 
home with me about the productivity, the production, that takes place 
in the home. I discovered that you can get into a real argument with 
your wife or the ladies in general, commenting on whether they are less 
productive or more productive now that they have all these gadgets in 
the house. What would you think about that really seriously, Rucker, in 
terms of what its meaning is to the economy? For example, I will give 
you a more specific illustration. I read somewhere the other day that we 
home carpenters and paperhangers and what-not are now using up 
almost a million dollars’ worth of boards and paint and nails and screws 
per hour during the hours of the day when stores are open. Is that 
‘tremendous figure at all really reflected in this billion dollars a day? 


Mr. Rucker: Only to the extent of the cost of the materials actually 
‘used and naturally the tools and some power, because nearly every 
fellow who has those tools in his cellar has a power motor or a power 
saw which he will use. It will be reflected in the manufacture and the 
idistribution, transportation, and the like of those items but not in the 
final product which he has. That is not likely to get into the picture 
at all. 


Mr. Fauent: We also throw out this statistic of how many hours long 
the work week is—and it is thirty-nine and a half or it is forty. Maybe 
we really ought to take into account four or five or six hours of work 
during so-called “leisure time” when people are really creating addi- 
tional wealth for themselves. 


Mr. Rucker: You are probably right; but in my own judgment the 
moment you attempt to do that or to measure anything which does not 
ow through the market, you open a wide area of speculation. This is 
difficult and tenuous enough as it is, except in the manufacturing area, 
here we can be quite precise. But, beyond that, we cannot be precise. 
To attempt to measure home products or fireside industry would be, at 
east statistically, in my judgment very, very dangerous or at least mis- 
eading. It would give us misconceptions which we do not now have. 


Mar. Faucur: Let me ask another question about this. Let us take the 
three hundred and sixty-five billion dollars measured at the end of last 
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year. That is, we produced that much goods and services, even if we 
allow for these things which are not mentioned. I just wonder if that 
really does justice to describing this fantastic economy of ours, because 
it is one of the youngest economies in the world, and, so far as I can 
discover, it is not explainable in terms of the fact that we have a corner 
on the world’s resources or that we have all the world’s money or any- 
thing else. There must be some more normal explanation of it. How 
about the score of the sheer accumulation of this giant economic 
machine? We have been building at it for a couple of centuries. What 
about that dimension of it? 


Mr. Bioucu: I suppose that a hundred years from now the economic 
historians will be worrying about this question: Just what were the fac- 
tors which entered into the rise in the product of American industry? 
And there are many puzzling things about it. Some people attribute the 
credit for it to the fact that we had the wide-open spaces and that our 
people were able to use the land and mine the minerals and take out the 
oil and cut down the forests. Others attribute it to our system of govern- 
ment and of free, private enterprise; and others attribute it to the fact 
that we have a scientific approach and are willing to accept new im- 
provements which bring increases in productivity. I should think that 
that last point is one which we might examine here. 


Mr. Faucut: You mean the productivity aspect of it? 


Mr. Broucu: Yes. This is a point which Rucker has given a lot of 
time to, and it seems to me that that deserves attention, because basically, 
certainly from now on, it is going to be the increase in productivity 
which will be very basic to our development. 


Mr. Rucker: I agree fully with that, but I think that we ought to 
have a definition of what productivity is. Let us put it this way: That if 
we put in eight hours a day, and we have a certain product, the com- 
mon measure, of course, is dollars. We divide the number of dollars of 
what we produce by the number of hours, and we get a measure of 
productivity. That is not a measure of aggregate production in a year. 


Mr. Faueur: We call it “productivity of labor” as a rule. 


Mr. Rucker: Productivity of labor, because we generally have 4 
record of labor hours. It is the most convenient record which we have 
Upon the other hand, if we are talking about aggregate production 
we would have to take into consideration the number of workers and 
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the number of days or hours in which they all worked. We have a combi- 
_ ation of two factors in this country. One is a general, long-term in- 

crease in total production at a much greater rate than our rate of 
- increase in productivity. 


Mr. Faucut: We have been rounding it off and saying that over the 

_long haul we have been increasing our productivity about 3 per cent 
"per year. 
__ Mk. Rucker: That is approximately correct. If we will add to it the 
increase in the number of workers per year, which is about 1.25 per 
_ cent, we come up with a figure of approximately 4.1 per cent per annum 
compounded. But, mark it, that is enough to double our national in- 
come in eighteen years. 


Mr. Faucut: Do we have any comparable data on any other econo- 
mies with which we can compare this? 


Mr. Rucker: Not so good as our own. We have it for Canada, where 
the rate of productivity and the rate of increase in production, because 
of its more rapidly growing population, are somewhat larger than ours. 


Mr. Faucur: I am glad that we got on this subject, because there is 
one question which I want to ask you, which seems to me certainly 
relevant to this whole matter which we are talking about here today. 
_A couple of years ago, you published another of your studies in which 
you had taken the Census of Manufactures of this country since about— 
what was it, 1914?—... 


Mr. Rucker: Nineteen-fourteen. 


Mr. Faucut:... and tried, as I recall it, to find out, first, how much 
we did gain in productivity and then what we did with it after we 
gained it. Since we are always taking a beating about the head from our 
critics overseas who say that this is an exploitive economy and that it 
turns out a great prosperity but is not shared very well, I recall that you 
ad some figures which came out of that same series as to what hap- 
pened to it after we got it. 


Mr. Rucker: In the first place we used about one-fourth of it to in- 
crease the hours of leisure. We cut our work year from about twenty- 
six hundred hours to two thousand hours. The second thing which we 
did, when we divided it—and I am referring, be very careful about this, 
to the manufacturing economy where the records are very official and 
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also quite complete—we divided that in such a way that the hourly 
rated factory workers, the so-called production workers, received, on an 
average and almost a near constant, 39.4 per cent of that every year; and 
it has varied but about 1.5 per cent plus or minus. 


Mr. Faueut: It did not change as between the depression period and 
the prosperity period? 


Mr. Rucker: Apparently depressions and prosperity make no differ- 
ence; boom and deflation make no difference; and neither do Repub- 
licans or Democrats make any difference. 


Mr. Faucnt: We have to stay nonpolitical here if we are going to 
settle this thing, I suppose. 


Mr. Rucker: But I have been on both sides of the fence. 


Mr. Faucutr: When Rucker was making his first point that one of the 
results of this increased productivity was a decline in the hours worked 
—or, that is to say, we got a return out of it in terms of time—I was 
thinking that that seems to be one of the aspects of this big three hun- 
dred and sixty-five billion dollars which does not come out. That is, 
that may have measured the goods and services we got; but it does not 
tell us a thing about the manner in which we were living, how much 
more time we had, how much healthier we were. What additional in- 
formation would we need really to give us a more accurate measure of 
our relative success? 


Mr. Bioucu: That is a very difficult problem, because obviously we 
would have to go into many subjective factors—the use of leisure time, 
for that matter, the amount of enjoyment and satisfaction people got 
out of it, and so on. In comparing this with other economies or with 
other periods, we would have to bear in mind to what extent we had 
now the use of much better public education, health systems, road sys- 
tems, things of that kind, which are foundations of our system. We 
would also have to take into account the fact that in an industrial 
economy we have palls of smoke and smog over some of our cities. 
There are lots of pluses and minuses which are pretty intangible. So that 
it is not fully measurable. 

But it does seem to me that this gross national product of three hun- 
dred and sixty-five billion dollars is a very important figure. It is, as I 
understand it, the biggest gross national product which we have had. Of 
course, the value of the dollar does change from year to year; and, in 
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order to make comparable figures, we must take that into account, but 
that can be done relatively easily. There are other things which cannot be 
taken into account; but clearly, even when we take all this into consider- 
ation, we find that there has been a big increase in the total product. 


Mr. Faucur: There are some rough figures, if I recall properly, that 
the net increase in the American annual income since 1949 has been so 
great that it has been equal to the current annual income of Britain. I 
think that that will have to be adjusted too for some changes in dollar 
values and so on, but it is a commentary on the rate at which this thing 
just has been expanding. I suppose the fact that we have expanded so 
high now puts us on the spot to say: All right, are we going to keep on 
being able to go on up from here? On the basis of your productivity 
studies, Rucker, you had some projections as I recall. 


Mr. Rucker: That is correct. 


Mr. Faucut: What would we be able to do by certain dates if we 
could maintain the productivity records of the past, and also what could 
we do if we could improve it a little bit? 


Mr. Rucker: I did make some projections. For example, if we ex- 
tend only the average rate of the last forty years to 1960 or thereabouts— 
because we do not want to do any economic forecasting here—we ought 
to have, compared to 1933, about a billion, three hundred million dollars 


- of national income a day. 


Mr. Bioucu: You mean compared to 1953! 


Mr. Rucker: To 1953; thank you very much, Blough. I went back 
twenty years too soon. We ought to have about a billion, three hundred 
million dollars a day. We are going to have about 10 per cent more 
people. So that would mean that we would all have about one-fifth more 


each, on the average. 
Mr. Bioucu: Before you get off that, let me raise this one point. This 


assumes that the increase in productivity will be accompanied by every- 
one at work—a full-employment economy. We have no assurance that 


this will occur. In other words, if this productivity is actually to come 


into being, we will have to have a demand for products of our industries 


_ sufficient to bring this about in actual practice. 


Mr. Rucker: You are right about it. Actually speaking, I ought to 
have mentioned at the same time that our employment, measured in 
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man-hours of employment, goes up at just about the same rate that our 
population increases. It is a very interesting thing over the long term. 
Now, that does not preclude or keep us from having cyclical swings up 
and down, any more than everybody has a sort of seasonal swing in his 
business which will make some months like the summer months duller 
and less active than the fall or the winter months. 


Mr. Faucut: Even if we can make this kind of progress and antici- 
pate it a bit, are there not some efficiencies, as it were, which we could 
get in our system by taking advantage of that productivity increase to 
withdraw from the labor force some people who are now in it. Let 
us take all the women who are now holding jobs and therefore com- 
promising their roles as heads of the families, and so on? 


Mr. Rucker: There may be a question about that, but I judge that 
if we could increase the productivity rate about one-fourth above the 
long-term past average, we could release, by 1960, about two million 
people from the necessity to work. I am not saying that they should 
not work, but I am saying that the necessity for them to work would 
be gone. We could release them. Some of those could be women. Some 
could be undoubtedly the youth between sixteen and twenty who ought 
to be in college. 


Mr. Faueut: I want to go back a little way now. I drew this round 
of comparison between the size of our economy and the British econ- 
omy. I wonder if we have any data so that we can make careful com- 
parisons with any other economies. Blough, since you are working 
so closely with the United Nations and have access to a lot of figures, 
what about that? Are these comparisons invidious simply because we 
have more statistics available in this country? What are we missing 
if that is the case? 


Mr. Broucu: To begin with I am not going to support your figure 
about American income increase in relation with the British. I have 
not made any computations of this kind, but this figure looks some- 


what big... 
Mr. Faucur: That is why I wanted to come back to this. 


Mr. Bioucu: . . . and maybe there is confusion there because of 
changes in prices and so on. 

But I will simply pass by that and come to your main question. Of 
course we have statistics for most of the countries of the world, and 
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some national income figures can be constructed for a good many of 
them. The comparisons show, of course, the United States very much 
higher than any other country and many trailing along at what seem 
to be pitifully low levels. It is not entirely a correct comparison be- 
cause of these elements which do not get into the national product 
figure about which we were talking—the things which people do for 
themselves at home which do not go through the exchange mechanism. 
Those are of different importance in different countries. Accordingly, 
we might be doing an injustice to a country in setting a figure for 
its national income when we compare it with our own. 

Still there is no doubt that, when all possible allowances are made, 
the standards of living and the levels of production in the great part 
of the world are woefully low in relation to our own, and ours are 
growing more rapidly than theirs are growing, so that the gap is 
widening rather than narrowing. This is happening in a situation 
where the whole peace of the world, it seems to me, depends upon 
their income rising toward ours, so that we may have a more nearly 
equal distribution—not to distribute what there is but to increase 
production and make more of it for those who have less. 


Mr. Faucut: Are we not then practically putting ourselves on a 
spot every time we come up with another one of these records, like 
we did last year, because it immediately raises the question: All right, 
can we still keep going on up from here? 


Mr. Buoucu: Let us take this increase in production. We have some 
figures which might be useful here. For instance, the disposable in- 
come actually going out, being paid out by our business machine to 
individuals, after personal income taxes and other personal taxes, has 
gone up just about 50 per cent since 1939, taking into account the 
value of the dollar. So that, on dollars of equal purchasing power, the 
per capita disposable income is just about 50 per cent higher than it 
was in 1939. 

Now, you say, can we go forward? I agree with Rucker that we 
can go forward. There is no reason why we should not go forward if 
we can keep the increasing productivity of our business community 
matched by increases in the buying of that product as it comes out 
of the production line. 


Mr. Faucut: I am glad you brought that up, because it seems to 
me that there is quite a little string of “ifs.” The success of this thing 
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hinges on if we can, as you mentioned, keep up effective demand. 
There are some other “ifs.” Jf we can get all the power we need; if 
we can get the capital. Rucker, how about that in terms of this pro- 
ductivity projection? Do you think that there is going to be any ques- 
tion of whether we can keep the components of this thing balanced out? 


Mr. Rucker: I do not have too much concern about that over the 
long term. I am not referring, of course, to possible intermediate and 
intermittent fluctuations up and down in the business level of activity. 
But let us put it this way: The oldest problem in economics is un- 
limited wants but limited means to supply them. There never has been 
a society or a family, for that matter, any time which did not always 
have to face that particular problem. I suppose that that probably is 
a good thing, because if we did not have the wants, we certainly 
would not work to produce something we do not want. 


Mr. Faueut: Do you think that we are catching up to them recently? 


Mr. Rucker: I do not think that it is even possible under the in- 
fluence of communications. Let us just take, for example, the in- 
fluence of the newspapers, first; then magazines, radio, television. Wants 
are very specific these days while they used to be relatively general. 
I have been in Spain, Italy, Austria, Germany, Canada, and Puerto 
Rico; and in all those places, compared to a few years ago, people are 
thinking specifically in terms of a radio; a kid wants not just a toy 
but a specific toy, and he knows just what he wants because he has 
heard about it; he has read about it; he has seen it. In my judgment, 
education, communication, and natural wants are intensifying rather 
than diminishing wants. 


Mr. Faucut: It is interesting that you should say that, because 
earlier we were observing the fact of our relatively high level of educa- 
tion and that the status of our health and all has been an effective 
factor in bringing about the production. Now I take it that you are 
suggesting that that will be a factor in bringing about a continually 
higher demand for the results of the production. 


Mr. Rucker: I do not think that there is any question about it. 


Mr. Faucur: But what about some of these specific factors like 
capital? Are we going to run out of capital to keep harnessing all these 
inventions which are coming along at a faster and faster rate? 


Mr. Bioucu: We have a great savings potentiality in this country. 
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I think that we can produce capital at as fast a rate as we can absorb 
capital. The point which I have been thinking about here for the last 
few minutes, listening, is the fact that the rest of the world which 
we were talking about a bit ago wants to increase its production and 
productivity also; and for the peace of the world it is pretty important 
that it should do so. We have, I believe, a responsibility here; at least 
I think that many countries of the world see us as having a responsi- 
bility. The point I should like to make does not relate to that responsi- 
bility but relates to what it seems to me is something which will be 
very much in our own interests if we can help other countries by the 
investment of our capital abroad. By helping them with our know- 
how and our business enterprise, they will have increasing levels of 
income. They will, for that matter, buy more from us; produce more 
raw materials for us; and I think that the stabilizing effects on the 
whole peace of the world will be very important. That will make a 
real contribution. Therefore it seems to me that our own future growth 
is tied up with the future growth of the world and that we have no 
reason to be pessimistic about either of them. 


Mk. Faucur: Good! I certainly hold with that, because I just cannot 
sit still for this feeling which gets voiced every now and then that 
says, “Well, now we have had extraordinary heights of prosperity and 
progress, and it all seems to be due to the fact that we were involved 
in a war or the threat of a war.” Of course, you come out with the 
question: “Can we possibly have peace and prosperity going side by 
side?” On the strength of just what you were pointing out, there is 
so much to be done yet under the heading of peace which could call 
forth as much expenditure as war ever did that I just do not see how 
you can document this negative outlook. Do you concur on that, 
Rucker? 

Mr. Rucker: I concur fully on that. Actually speaking, I think that 
war is a retardant rather than an accelerator, in my own judgment. 


Mr. Faucut: We will not apparently get into an argument over 
whether it should be an optimistic or a pessimistic conclusion. But 
proportionately how do you think we should do more? First of all (1 
guess that this is a foregone conclusion), we have to keep this big, 
powerful economy of ours going strong if we are going to be able to 
contribute to these overseas things. 


Mr. Bioucu: We are approaching the end of our time, and the point 
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which I would like to make to wind up is just to repeat one or two 
of the things which were said before: We have a rising productivity. 
If we want to keep people employed, we will also have to have a rising 
production. That means that we will have to have a rising demand. 
That rising demand, in this country, is quite consistent with the rising 
level of living throughout the world. 


Mr. Faucur: Do you think that we can do it, Rucker? 


Mr. Rucxer: I want to put three beads on a string and see if we can 
make a necklace. 


Mr. Faveur: All right; go ahead. 


Mr. Rucker: I will put it this way: It is a continuous process of im- 
proving our capital and increasing our capital investment per worker 
by (1) more and better tools; (2) better methods; and (3) better 
teamwork. The last area we have not even touched on, and I regard 
it as perhaps one of the most important of all. 


Mr. Faucutr: You mean the teamwork one? 


Mr. Rucker: The teamwork. That is human relationships; human 
cooperation. But better teamwork, better methods, better tools seem to 
me to be the string of the three dynamic factors in this improvement. 


Mr. Favucut: I think that you have all the beads necessary in your 
string. I suppose that all that remains is just to put the clasp on; and 
it looks like we have come to a logical place to terminate the dis- 
cussion for the moment. 


Mr. Rucker: We have done very well in this country, but we have 
lots more to do; and we are going to do it much better. 


Mr. Faucutr: Thank you, Roy Blough, the director of economics for 
the United Nations, and Allen Rucker, an authority on productivity. 
I certainly hope that you are right in these hopeful forecasts. 


Excerpts from 


THE STATE OF THE UNION 


By PRESIDENT EISENHOWER 


Delivered before a Joint Session of Congress, January 7, 1954 
* 


Strong Economy 

. . . I come now to the second great purpose of our Government: 
along with the protection of freedom, the maintenance of a strong and 
growing economy. 

The American economy is one of the wonders of the world. It under- 
girds our international position, our military security, and the standard 
of living of every citizen. This Administration is determined to keep 
our economy strong and to keep it growing. 

At this moment we are in transition from a wartime to a peacetime 
economy. I am confident that we can complete this transition without 
serious interruption in our economic growth. But we shall not leave this 
vital matter to chance. Economic preparedness is fully as important to 
the nation as military preparedness. 

Subsequent special messages and the Economic Report on Jan. 28 
will set forth economic plans of the Administration and recommenda- 
tions for Congressional action. 

These will include: flexible credit and debt management policies; tax 
measures to stimulate consumer and business spending; suitable lend- 
ing, guaranteeing, insuring and grant-in-aid activities; strengthened old 
age and unemployment insurance measures; improved agricultural pro- 
grams; public works plans laid well in advance; enlarged opportunities 
for international trade and investment. 

This enumeration of these subjects only faintly hints at the vast amount 
of study, coordination and planning, to say nothing of authorizing 
legislation, that altogether will make our economic preparedness com- 
| plete. 

If new conditions arise that require additional administrative or legis- 
lative action, the Administration will still be ready. A government al- 
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ways ready to take well-timed and vigorous action, and a business com- 
munity willing, as ours is, to plan boldly and with confidence, can be- 
tween them develop a climate assuring steady economic growth. 

And now the budget. 


The Budget 


I shall submit to the Congress on Jan. 21 the first budget prepared by 
this Administration. It will be for the period July 1, 1954 through June, 
Wap 

This budget is adequate to the current needs of the Government. It 
recognizes that a Federal budget should be a stabilizing factor in the 
economy. Its tax and expenditure programs will foster individual ini- 
tiative and economic growth. 

Pending the transmittal of my budget message, I shall mention here 
only a few points about our budgetary situation. 

Firsr—One of our initial acts last winter was to revise, with the 
cooperation of the Congress, the budget prepared before this Adminis- 
tration took office. Requests for new appropriations were greatly re- 
duced. In addition, the spending level provided in that budget for the 
current fiscal year has been reduced by about $7,000,000,000. 

In the next fiscal year we estimate a further reduction in expenditures 
of more than $5,000,000,000. This will reduce the spending level over 
the two fiscal years by more than $12,000,000,000. We are also reducing 
further our requests for new appropriations. 

Srconp—Despite the substantial loss of revenue in the coming fiscal 
year, resulting from tax reductions now in effect and tax adjustments 
which I shall propose, our reduced spending will move the new budget 
closer to a balance. 

Tuirp—By keeping new appropriation requests below estimated 
revenues, we continue to reduce the tremendous accumulation of un- 
financed obligations incurred by the Government under past appro- 
priations. 

Fourru—Until these standing claims on our Government’s revenues 
are further reduced, the growth in the public debt cannot be entirely 
stopped. Because of this—because the Government’s bills have to be 
paid every month, while the tax money to pay them comes in with great 
unevenness within the fiscal year—and because of the need for flexibility 
to manage our enormous debt, I find it necessary to renew my request 
for an increase in the statutory debt limit. 
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Taxes 

The new budget provides for a lower level of taxation than has pre- 
vailed in preceding years. Six days ago individual income taxes were 
reduced and the excess profits tax expired. These tax reductions are 
justified only because of the substantial reductions we have made and 
are making in governmental expenditures. 

As additional reductions in expenditures are brought about—are 
brought gradually but surely into sight—further reductions in taxes can 
and will be made. When budget savings and sound governmental 
financing are assured, tax burdens should be reduced so that taxpayers 
may spend their own money in their own way. 

While we are moving toward lower levels of taxation we must 
thoroughly revise our whole tax system. The ground work for this 
revision has already been laid by the Committee on Ways and Means of 
the House of Representatives, in close consultation with the Depart- 
ment of the Treasury. 

We should now remove the more glaring tax inequities, particularly 
on small taxpayers; reduce restraints on the growth of small business, 
and make other changes that will encourage initiative, enterprise and 
production. Twenty-five recommendations toward these ends will be 
contained in my Budget Message. 

Without attempting to summarize these manifold reforms, I can here 
illustrate their tendency. For example, we propose more liberal tax 
treatment for dependent children who work, for widows or widowers 
with dependent children, and for medical expenses. 

For the business that wants to expand or modernize its plant, we 
propose liberalized tax treatment of depreciation, research and develop- 
ment expenses, and retained earnings. : 

Because of the present need for revenue the corporation income tax 
should be kept at the current rate of 52 per cent for another year, and 
the excise taxes scheduled to be reduced on April 1, including those on 
liquor, tobacco, gasoline and automobiles, should be continued at exist- 
ing rates. 

Immediate extension of the Renegotiation Act of 1951 is also needed 
to eliminate excessive profits and to prevent waste of public funds in the 
purchase of defense materials. 

Agriculture 
The well being of our 160,000,000 people demands a stable and pros- 


perous agriculture. Conversely, every farmer knows he cannot prosper 
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unless all America prospers. As we seek to promote increases in our 
nation’s standard of living, we must be sure that the farmer fairly shares 
in that increase. Therefore, a farm program promoting stability and 
prosperity in all elements of our agriculture is urgently needed. 

Agricultural laws now in effect successfully accomplished their war- 
time purpose of encouraging maximum production in many crops. 
Today, production of these crops at such levels far exceeds present 
demand. Yet the laws encouraging such production are still in effect. 

The storage facilities of the Commodity Credit Corporation bulge 
with surplus stocks of dairy products, wheat, cotton, corn, and certain 
vegetable oils; and the corporation’s presently authorized borrowing 
authority—$6,750,000,000—is nearly exhausted. 

Some products, priced out of domestic markets, and others, priced out 
of world markets, have piled up in Government hands. In a world in 
which millions of people are hungry, destruction of food would be 
unconscionable. Yet surplus stocks continue to threaten the market, and 
in spite of the acreage controls authorized by present law, surpluses will 
continue to accumulate. 

We confront two alternatives. The first is to impose still greater acre- 
age reductions for some crops and apply rigid Federal controls over the 
use of the diverted acres. This will regiment the production of every 
basic agricultural crop. It will place every producer of those crops under 
the domination and control of the Federal Government in Washington. 

This alternative is contrary to the fundamental interests, not only of 
the farmer, but of the nation as a whole. Neither is it a real solution to 
the problem facing us. 

The second alternative is to permit the market price for these agri- 
cultural products gradually to have a greater influence on the planning 
of production by farmers, while continuing the assistance of the Gov- 
ernment. This is the sound approach. 

To make it effective, surpluses existing when the new program 
begins must be insulated from the normal channels of trade and de- 
voted to special uses. These uses would include school lunch programs, 
disaster relief, emergency assistance to foreign friends, and, of particu- 
lar importance, the stockpiling of reserves for a national emergency. 

Building on the agricultural laws of 1948 and 1949, we should estab- 
lish a price support program with enough flexibility to attract the pro- 
duction of needed supplies of essential commodities and to stimulate 
the consumption of those commodities that are plentiful in American 


| 5a y n to wnieened parity Sas i coniptished only 
sr adually. In no. case should there be an abrupt downward change in 

© dollar level or in the percentage level of price supports. ; 

Next Monday, I shall transmit to the Congress my detailed recom- 


gendations embodying this approach: They have been developed 


agriculture. My special message on Monday will briefly describe the 
asultative and advisory processes to which this whole pee has — 
én subjected during the past ten months. - 
I have chosen this farm program because it will build mates: pro- : 
t th he consumers’ food supply, and move food into consumption in- _ 
d of into storage. It is a program that will remove the threat to the 
farn er of these overhanging surpluses, a program, also, that will stimu- 
te production when a commodity is scarce and encourage consump- 
on when nature is bountiful. 
Moreover, it will promote the individual freedom, responsibility and — 
hitiative which distinguishes American agriculture. And, by -helping 
ur agriculture achieve full parity in the market, it promises our farmers 
higher and steadier financial return over the years than any alterna- — 
ve. Lian: es = 


4 Conservation 
Part of our nation’s precious heritage is its natural resources. It is the 
ormmon responsibility of Federal, state and local governments to im- 
eve and develop them, always working in the closest harmony and 
: artnership. 

Ail Federal conservation and resource ddspeiae ol projects are being 
appraised. Sound projects now under way will be continued. New 
Projects i in which the Federal Government has a part must be economi- — 
ally; ‘sound, with local sharing of cost wherever appropriate and feasible. 
In. the next fiscal year work will be started on twenty-three projects 
eet these standards. The Federal Government will continue to 
see and operate economically sound flood control, power, irriga- 
on and water supply projects wherever these projects are beyond the 
acity of local initiative, public or private. 
oer conservation program will also take into account the important 
yle¢ played by farmers in protecting our soil resources. I-recommend _ 
nactment of legislation to strengthen agricultural conservation and 
prstream flood-prevention work, and to achieve a better balance with 
ajor Ped core! structures in the down-stream areas. 


,rOugh the cooperation of innumerable individuals vitally interested 
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“critical and strategic metals and minerals. 3 


_ _ as our fishery and wildlife resources. I hope that pending legislatio ttc 
es improve the conservation and management of publicly owned gravy 


“Recermmendatons wal be sobmined to you. a from time t 


= epien of: . 
_ A uniform and consistent water resources policy. 


A revised public lands policy. {x 
And a sound program for safeguarding the domestic production oe 


In addition we shall continue to protect and improve our nation 
forests, parks, monuments and other natural and historic sites as vel 


Jands in national forests will soon be approved by the Congresssi 
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